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SECURTTY “INFORMATION

CENTRAL INTELILIGENCE ACENCY

WASHINGTION 25, D. Cc

6 August 1952

MEMORANDUM FOR: (Members of the IAC)

SUBJECT ¢ Iirst Annual Frogress Report of the Economic
Intelligence Committee (July 1951 - June 1952)

The EIC is transmitting herewith its first annual progress veport
to the TAC (Tab i) In view of the fact that this marks the fircst phase
of the EIC program, it is appropriate to sumarize briefly the organiza-
tion and accomplishments of the Committee as they relate to its mission
and to point out come of the maior problems that have limited the
effectiveness of ites operations,

Te« Aopraisal of Forelpn Econgmic Intelligence Reguirements and
Facilities helating to the Natloual Security - The Need for an EIC

T compliance with NSC Action 282, CIA, in May 1951, completed a
survey of the requirements and facilities of the U Govermment for
foreign economic intelligence relating to the national security. This
survey revealed that whils some twenty-four agencies of the CGovernment
collected and analyzed substantial amounts of information concoarning
foreign economics, there wore Lo established procedurcs Ifor:

a» reclating the informatlon thus collocted and the technical
talent available in the Cevernment to problems of national
security, '

by  locating readily all the information in the Government on
specific economic intelligence problems for use by any onc
agoncy,

¢, identifying gaps in the total information available and
initlating action to fill the mora critical gops.

To meet this problem the Director of Central Intelligence, in
accoraance with his responsibilities und:r NSCID 15, established the
Economic Intelligence Comittes (EIC) for wiich terms of rofercnce were
approved by the TAC at its mecting of 17 May 1951 (Tab B),
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IT, Organization of the EIC - The Mochanism for Coordination (Tab C)

Since ite formal establishment in June 1951, the EIC has devotad
a large part of its time to devcloping the mechanism for coordination,
The main committee, chaired Uy the Assistant Director for Rescarch and
Reporte, CIA, is composcd of reprasentatives of the LMC agencies, whe
sit as full members, and representatives of some twenty non-Ial
agencics who, as associate wombers, are invited to sit on matters
relating to the particular intercst, competence and respensibility of
thelr respective agenclose

In order to focus available intelligence on probleome of impoirtance
to nablonal security the BIC has sct up spoeial ad hoc Worklng EYOUDE,
Their function is to coordinate on an intersgency basis the productlon
of specific priority economic intelligence studics,

Other functions of the EIC relating to the identification of major
rescarch gaps as well as collection nnd ccllation problems, the location
of data, =nd the preparation of basic rescarch papers are delegated to
EIC subcommittecs. These subcommitices are composcd of the ontstanding
Govermment specizlists in zach of the major foreipn cconomic fieldss In
order to comprzhonsively cover the fiuldq which are imporbtant to the
production of foreign economic intelligsnce, the BIC has authorizod the
eventual formation of fourteen subcormittecs. Eight subcommittees are
presently in operation; two -« Elcectionics and Tolecomunications and
Armoments == ave currently in the process of being activated,

IIT. The Program of the EIC (Tab &)

While the EIC has beon charged with coordinating cconomie
intelligence in the entire foreign economic field, its primary ationtion
has been focused on the cconomy of the Soviet Orbit. This priority is
generated by the genoral scarcity of inteliigence on the avea relative
to aemands for 1ntblllg»n0u supports The EIC, however, has not ovore
locked its responsibilities relating to neon-Soviet economic intelligence,
In fact, two major projects oa non-Sovist arcas have already been
coordlLatud by EIC working groups.

As  Focusing Economic Intellicenca cn Probiems of MNational Sceurity

In the first months of the FIC's cxistence it becamo
apparcnt that there should be close liaison with the Office
of National Bstimates to lnsure that coordinsted cconomic
studies arc wadertaken te provide the best pessible factuval
basis for national estimatos. During the past ycar the EIC
provided the Officoe of National Estimates {QNE) with three
soordinated rosearsh studies as major contributicns to national
getimetes. Onc of thece was used in btwo sceparate estimateos. A
iourth EIC study is scheduled for completicn by 2% Aupust 1952,
and will serve as the principal conbilbubJon.[:::::::::]
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Two EIC studies were undertaien at the dircet request of
the TaC, The rescarch paper for the IAC on the "Status and
Effectivencss of Tradc Conbtrols Against Communist Chinaf
(07C-R~1) was coordinated beth within the EIC and with intele
ligence The othor
study foT the IAC entitled "Economic Capabilitiss of the Sovict
Blee to Support a General War" is still in the process of ,
production, Also currcutly underway is alﬁruvision of 25X1C8B
EIC-Rel and a | &act—finding study on French Indochina and ,
Burma, A1l of the above rescarch papers are designed to focus
the available cconomic intelligence on maqu national sccurity
probiems. In addition to thess, there heve been projccts
undertaken at the request of individual EIC representatives to
mect the needs of their particular department or agency.

To insure the adequacy of basic rescarch Lo meet future
national sccurity nseds it le necessary to rationalize the
current cconomic rescarch offsrt with an eye to probable fubure
demands. This is onc of the principsl functions of +the
subcoimittecss In part this rationalization is assisted
through the catalytic affuct of wathering the top profossional
experts in a given ficld into one subcommittec. The acquaint=-
anceship among these professional experts, the exchange of
research=-project lists, the discussion of ageney functicns and
programs in particular ficlds, and the analysis of commen
probloms all tund to redvce duplieation, to encourage at least
an informal coordiration of effort and to promote a Joint attack
on common problems.  In addition to these gencral bonefits the
subcomuittees produce special rescarch studies which the members
feel are needed to fill eritical gaps in basic intelligonce,

B, Mcasures to Improve the Collcetion and Collation of
Seonomic Intailigonce

The EIC responsibility for improving the cellection and
collation of economic intellizence has been delegated largely to
the Subcommittce on Roquirenents and Facilities for Collation,
Tt is worth noting that this Subcommittee repressnts the first
continuous bedy in which ecollection representatives have come
together since the dissolution of the old CIG Committesn on
Collection in 1947, Since its establishment less than a yoar
age this grceup has made several important contribubticns, first,
it has prepared and coordinated the reguirements of the TAC
agencies for economic reporting by the Forcign Service on some
17 countries and as a related cffort has submittod a detailed
proposal for world-wide periodic Foreien Sorvice reporting on
minerals. Alsc of related interast havs been its written Lo~
posals to assist the State Peeipheral Reporting wnits., Second,
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the Subcommittee has initiated a coordinated travel folder
progrom for intelligonce guidancce of travelers in the USSR
Several folders have in fact already been preparced. Third, a
sub=-group has been set up to determine the treatment, operations,
procadures and endwproducts which would make foreign language
docwients of maximum value to analysts cngaged in economic
intelligence rescarch.e Finally, in addition to the numerous
other activities listed in Tab 4, this group is now examining the
theoretical and practical feasibility of soma form of central
index of documentary and published economic intelligence material,
In the future these and other programs will play an important
role in providing more useful information for the research analyst.

Ce Continuing Survey of Feonomic Intelligence Deficiencies

The EIC naturally looks for guidance on intolligence targets
from the N5C, the TAC, and ONE as well as from the individual
dopartments and agenciese A4t the same time the BIC, of its own
initiative, alsc secks to identify those intelligence deficiencies
and problems which require either action or recommendations by the
cconomic intelligence community.

One of the principal methods used to identify thesc
deficiencics is the special survey., In one instance a survey was
conducted at the request of the 0ffice of National Estimates to
determine the cxtent of the current economic research effort on
Cormunist China, This survey revealed serious intelligence
deficiencies and its findings wore incorporated hy ONE in a special
report to the JAC. In the future it appears that ONE will continue
to use the EIC survey facilities in conncction with its post-morten
procedure in order to determinc whether certain suspected critical
gaps do in fact exist,

Apart from the special surveys generated by ONE, the EIC
has in proccss, through the medium of its subcommittees, a
continuing government-wide survey of critical gaps in the economie
research efforts Area-wise the principal emphasis is currently
on the Soviet Ploc, including Chinay although some of the
subcommitices are conducting these surveys on a world-wide basis.
Bssentially these surveys are designed to determine the critical
deficienciecs on the major intellipence aspects of cach jmportanf
ficlds On the subject of petroleum in the USER, for example,
what is the state of our intelligence on production, consumption,
trade, plant data, etcs The critical nature of the deficiency is
detormined by its importance To nabtional security in terms of the
probable end=intelligence use. For example, it is of much more
immediate importance to increas: our knowledge on Sovict stocks of
aviation gasoline than it is to expand our understanding of Soviet
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petroleun geology largely because of the importance of the
Pamer to studics of Soviet capabilities and vulnerabiliticse
1t ig on this busis that critical deficlencies are identificd.
Onee the subcommititees have made this identification thoy must
then determine whether the deficiency is cauvsed by inadequate
colloction, inadequate collation (is€e., indexing, translating,
ctc, ), inadequate research or by some combination of thoses
Only by knowing tho scurce of the problem can the proper action
b2 taken or the appropriate recomaendations madc. On the dote
this mcmorandum was propared several subcommittecs were well
along in their survey efforus.

IV, Problems and Limitations

The principal limitation to the effectivencss of the EIC has been
the inordinately long period of time roquired for completion of ibs
various reports and svrveys. One reason for the delay is inherent in
the mechanics of coordination among a large number of agencies; although
it is expected thot in its se¢ond year the EIC will establish procedures
to mitigate this diffieculty. A second factor is bound up in the nature
and scope of the studies and surveys that have becn undertolen, Wor the
most part they have not reprosented merely summary Jjudrements and
esbimatos bub rather have been careful analyses with a debailed acccunte
ing of the facts rclating to the protlem, The third element in this
problem derives from the fact thot individual EIC members arc among the
top professional analysts of their respoctive agencies and as such they
have ageucy responsibilitics vhich limit their time on EIC matibors. In
a large part this problem will be overcome in the coming year by
enlarging the EIC Scerctoriat to provide fer greater assistance to the
members and to the subcommittees and working groups. However, in ordoer
to satisfactorily resolve this problem, member agencics musht exert
greater efforts to meet thoir assignment deadliness

Other problems can be noted more briefly:

a. Some agencies have made several shifts in their
membership on subcommittoes and working groups withoub
providing for an adequate briafing of the new ropresentative s.

b, Certain members have been appointed to subconmittecs
and working groups who are not professionally competont
either as commodity specialicts cr trained analysts to undere
stand the subject matter under discussion. Of e¢junl importence
has been the lack of analysts with the desired combination of
operating or technical background in commeditios or industries
and training in ecoromic enalysis. The solution to this
problom will lie partly in having existing commodity and
technical specialists wndorgo on the job training in economic
cnalysis and partly in the recruitment of additional economic
analysts to work with th: commodity and industry analystse
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¢. Therc have becn diffiecultics in getting information
from the technical specialiste in the non-intelliscnec offices
of the servies agenciocs,

Solutions to thesc and other probloms will be sought by the EIC in
tho coming year,

25X1A

Robert Amory, Jr. il
Cheirman i
Economic Intelliseonce Commitioo
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